Corporate governance report

Audit committee

improvements in the way risks are managed. The
outcome of the BURA process is communicated to

the executive team and the board. This then forms the
basis of the determination of the most significant risks
that the company faces which are then reviewed by the
board. The group utilises risk management software in
order to maintain an up to date view of the assessment
of risk. The maturity of the risk management
framework and its application across the business is
assessed on an annual basis against a defined maturity
model. This assessment provides an objective appraisal
of the degree of maturity in how the risk management
system is being applied against the key elements

of 1SO 31000:2018 Risk Management Standard. The
results of the maturity assessment are reported to the
GARB, and actions agreed with business units.

An external assessment of the risk management
framework last took place in 2017/18.

Internal controls

The committee reviews the group’s internal control
systems and receives updates on the findings of
internal audit’s investigations at every meeting, prior
to reporting any significant matters to the board.
Internal control systems are part of our ‘business as
usual’ activities and are documented in the company’s
internal control manual which covers financial,
operational and compliance controls and processes.
Internal control systems are the responsibility of the
CFO, with the support of the GARB, the financial
control team and the internal audit team, although
the head of audit and risk and his team are directly
accountable to the audit committee.

Confirmation that the controls and processes are
being adhered to throughout the business is the
responsibility of managers, but is continually tested
by the work of the internal audit team as part of its
annual plan of work which the committee approves
each year as well as aspects being tested by other
internal assurance providers. Compliance with the
internal control system is monitored annually by the
completion of a self-assessment checklist by senior
managers in consultation with their teams. The results
are then reviewed and audited on a sample basis by the
internal audit team and reported to the committee.

During the year, the committee asked management to
commission an independent review of the maturity of
the group’s internal control framework over financial
reporting in light of the recent BEIS consultation,

and the likely evolution of the UK internal control
requirements, in general terms but also more
specifically in relation to controls over financial
reporting. The key findings of the independent

Independent review of the fraud risk management structure
During the year, the committee asked management to commission an
independent review of the group’s fraud risk management framework
to assess its maturity and identify any enhancements required

given the evolving nature of business processes and the working
environment. This was felt to be timely, particularly in light of the
need for remote working during the pandemic and the subsequent

move to hybrid working in some areas of the business. An action
plan to strengthen the approach to fraud risk assessment has been
implemented, overseen in the first instance by the security steering
group forum and with the final report presented to the committee.

review were that: there was a high level of coverage
of the financial statement line items in both the
consolidated income statement and the balance
sheet; risk and control matrices were in operation;
and the fundamental building blocks underpinning an
internal control framework over financial reporting
were in place which would contribute to an audit and
assurance policy (see page 151).

Anti-fraud and anti-bribery

The audit committee is responsible for reviewing

the group’s procedures for detecting fraud, and

the systems and controls for preventing other
inappropriate behaviour. In the first instance of an
incident being reported, a summary of the allegations
is passed to the fraud and whistleblowing committee
(consisting of the company secretary, the customer
services and people director, the strategy, policy and
regulation director, the commercial, engineering and
capital delivery director and the head of internal audit
and risk) to decide on the appropriate course of action
and investigation and by whom.

During the year, the audit committee was kept fully
apprised in regular updates on the progress and
findings of investigations of cases of alleged fraud and
any remedial actions taken.

In line with the group’s anti-fraud culture and zero-
tolerance attitude towards fraud, a fraud incident
forum has been established to identify and understand
potential threats, and optimise the group’s response
and mitigation and ensure consistency across the
business.

The company has an anti-bribery policy to prevent
bribery being committed on its behalf, which all
employees must follow, and processes in place to
monitor compliance with the policy. Employees in
certain roles are required to complete anti-bribery
training materials. As part of the anti-bribery
programme, employees must comply with the group’s
hospitality policy. The hospitality policy permits
employees to accept proportionate and reasonable
hospitality for legitimate business purposes only and all
hospitality (and gifts) offered and accepted has to be
logged, and approved when accepted. Employees and
representatives of the group’s suppliers must comply
with the group’s responsible sourcing principles and
United Supply Chain approach. The group will not
tolerate corruption, bribery and anti-competitive
actions and suppliers are expected to comply with
applicable laws and regulations, and in particular
never to offer or accept any undue payment or other
consideration, directly or indirectly, for the purposes
of inducing any person or entity to act contrary to their
prescribed duties.

As part of the internal control self-assessment
checklist (part of the group’s internal control
processes), senior managers in consultation with their
teams are required to confirm, among other things,
that they have complied with the group’s anti-bribery
and hospitality policies. The anti-bribery programme is
monitored and reviewed biannually by the committee.
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Treasury committee

Treasury management is fundamental to
the group’s business model ensuring that
sufficient funding is available to meet the
group’s foreseeable needs, while managing
the liquidity market and capital risks.

Dear shareholder

During the year, with the board’s delegated authority,
the committee oversaw the successful execution of the
group’s funding programme. Approximately £425 million
of new term funding was raised, with financial market
conditions being closely monitored as central banks
began tightening monetary policy in response to surging
inflation, amidst heightened geopolitical tensions.

The continuation of our funding programme, on top of

the £900 million of term funding raised in 2020/21, has
positioned the group well with regard to its circa £2.7 billion
financing requirement across the AMP7 regulatory period.
The committee also completed a ‘deep dive’ review of the
group’s inflation and interest rate hedging policies.

The committee oversaw the group’s successful
implementation of the transition of benchmark reference
rates used in the group’s financial derivatives and loan
and credit facilities, from GBP LIBOR to replacement
‘risk free rates’, with SONIA replacing GBP LIBOR
effective from the end of 2021.

Doug Webb
Chair of the treasury committee

In November 2021, we increased the size, and
redenominated the group’s multi-issuer, London listed, Euro
Medium Term Note Programme from EUR? billion to £10
billion to facilitate future debt issuance. This programme,

in conjunction with our sustainable finance framework
launched in November 2020, is expected to continue to be
the primary vehicle for the group accessing funding in the
debt capital markets. In July 2021, the group published its
inaugural sustainable finance framework allocations and
impact report. Details of the group’s engagement with banks
and credit investors can be found on page 128.

Doug Webb
Chair of the treasury committee

Quick facts
e The committee meets three times a year.

e The committee operates under terms of
reference and delegated authorities approved
by the board.

The company secretary attends all meetings of
the committee.

The treasurer is a member of the committee.

The members of the committee undertook a self
evaluation in February 2022 facilitated internally
by the company secretary. The review of the
responses indicated that the committee was
effective and its members had the appropriate
skills and experience to fulfil the committee’s Treasury committee members:

responsibilities. f Doug Webb Phil Aspin
= Chair of the treasury 1 CFO

Quick link .
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Terms of reference:
unitedutilities.com/corporate-governance

Brendan Murphy
Treasurer

Main responsibilities

e Review of the group’s treasury policies in relation to: financing; liquidity;
hedging of market risks (interest rates; inflation; currency and electricity
hedging); financial counterparty credit risk; credit ratings and capital structure.

Execution of the financing plan and evaluation of funding opportunities.
Liquidity management and review of forecasts.

Execution of hedging transactions and programmes in relation to
the management of market risks in accordance with treasury policy
parameters.

Developments in relation to the credit ratings agencies.

Credit investor relations.

Banking relationships.

Treasury delegated authorities, internal controls and governance.

Reporting to the board on matters relating to the group’s treasury activities,
including board approval of the annual treasury update and associated
financing plan and board delegated authorities.
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